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very efficient program. It's a fair program. All the businesses that are participating some 250 
companies statewide, many of whom have grown the seven years already have found this to be a very 
easy to work with program. They're not all happy that they didn't make it each year but they understand 
that. That's part of the risk of choosing to participate that you expect to meet your work force growth 
and get the tax breaks. And I think is a fair and equitable program. It's also important to remember that 
as the revenues of the farmers grow or as their work force grows, there are other tax values that come 
out of that. For instance, as work force is higher, they pay income tax. As the company has more 
money they buy more things and pay general excise tax. And the companies they buy from pay more 
income tax. And so there is a definite ripple effect from this growth component that's in the program, 
whether they be farmers or bio-technology companies such as Ms. Skog would like to see grow over on 
the other side of the island at the Tech Park. So we think that this is all-in-all it's a low cost to 
administer program both at the County and the State level. The reporting is done by the individual 
businesses on a self-honor system such as their taxes are filed. We require no audits or other ... (end of 
tape, start 2A @ 2:34 p.rn.). .. and the Tax Department understands this and they have not gone after 
anybody. I'm sure that some of our businesses have been audited but they might have been audited 
anyway. And we think that it's a very fair and efficient program and it has achieved its purpose in many 
instances. We do feel strongly and it was at our suggestion that this alternate method for farmers be 
implemented because we recognize that small farmers, and this was before there was a farm labor 
shortage, small farmers had difficulty holding their work force. They're either seasonal or they've 
gotten more efficient and they simply can harvest better because they have some new equipment. They 
don't need as many workers as they did before. So that perhaps is not the best measure of their success. 
Their growth and revenue is a good measure. And so that's why we allow that alternate method. 

I would also mention that each year at the end of their tax year when a business files what we call an end 
of year report and generally this is in the period right now before the taxes are due but sometimes it 
comes mid-year, they include both their revenue and their work force numbers in the report that they're 
already submitting. So the farmer will do nothing different than they do now. They will send the report 
in, we'll look at it, analyze it, if they haven't made a growth in work force, we'll look at their revenue. 
It's an automatic roll over to the other measure. So it's going to be very, very easy for the farmer to 
comply with this even though it sounds a little bit complicated some times too ... 

COUNCILMEMBER ANDERSON: Can I interrupt you for a second? 

MR. SMYTH: Yes, ma'am. 

COUNCILMEMBER ANDERSON: You're saying that it will automatically roll over to the revenue side that 
is if this bill passes? Or does that ... 

MR. SMYTH: That's correct, yes, ma'am, if the Senate bill passes .. 

COUNCILMEMBER ANDERSON: But currently that's not the case? 

MR. SMYTH: No, that's correct. 
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COUNCILMEMBER ANDERSON: Alright, thank you. 

MR. SMYTH: Now I was just going to discuss the bill a little bit. Ms. Araki-Regan went through the details of 
it. The bill was heard last year and went all the way to conference with general agreement. There was 
some language issues that had to be straightened out. We worked very closely with the State Farm 
Bureau and the County Farm Bureau testified as well in favor of this. There was some difficulty with 
the Tax Department's revenue estimate because they were looking at an earlier version of the bill which 
was somewhat different. So the Legislature said, wait a minute, we're confused here and they didn't 
pass it out of the Conference. 

Two new bills were introduced this year which reflected the language of that end version bill, that 
Conference draft bill that was through the first session. So, it's been widely heard in the Legislature. 
Both houses this year heard and favorably accepted the bill in the subject committee, Economic 
Development, and in the Agriculture Committee. And as they are often like to do, they passed only one 
bill over to the other House rather than both of them crossing over because they're essentially the same. 
So the Senate Bill will be heard by the House, who's already heard their own bill and agreed with it. So 
we expect no difficulty in that happening and we should know by the middle of next week where we are 
with that. And as one of the testifiers mentioned, the coincidence of that bill being passed and signing 
into law effective upon its approval, there's no delay in it going into effect, will coincide hopefully with 
the passage of these resolutions and the Mayor's request to the Governor to designate these new zones. 
So, I think we'll be able then to lead into my last point, ifI might, about marketing and sales. And we 
will be working very closely with the County using our assets. We have some funding for this purpose 
to both on our website and through printed materials and any other help that we can provide to help in 
marketing ... marketing in two ways. One is to get the word out to everyone and then help them with 
the application process and that sort of thing as it goes along. And I would also mention that you can 
apply online. It's a very straight forward program and we're automating that process even more. 

So we think that this will be a very timely passage and designation of these new zones. And it will 
particularly help the many small farmers because most of our businesses in the Enterprise Zone 
Program, of the 250 businesses, I would think we may only have about half a dozen that have over 200 
employees. Almost all ofthem are very small, typically in the 10 to 15 to 20 employee count and I think 
many of the farmers will be in the same situation. Thank you for the opportunity to comment. 

CHAIR JOHNSON: Thank you very much, Mr. Smyth. And I just would like to give an opportunity to Mr. 
Yamamura, ifhe would like to say anything and then I'll open it up for questions. 

MR. YAMAMURA: I'd like to address Councilmember Anderson's comments about the GMO. My 
understanding is there was research at the University of Hawaii Manoa concerning GMO on taro. There 
was some criticism for the research and my understanding is the agreement has been signed that they 
will not pursue any more of that type of research. Dr. John Cho who is based at the Kula experimental 
station has been doing traditional classes for taro. And so that I think will continue. But unfortunately 
his position may ... he will retire I believe within this year. So that's my understanding about that. 
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There won't be any more GMO research on taro. And I don't believe there was anything being done for 
coffee. 

COUNCILMEMBERANDERSON: And they wanted to make sure there was none done. 

CHAIR JOHNSON: A preemptive strike if you will. Members, do you have questions of any of our resource 
people at this time? 

COUNCILMEMBERANDERSON: I hope so. 

CHAIR JOHNSON: I hope so, too. 

COUNCILMEMBER ANDERSON: First of all ... 

CHAIR JOHNSON: Ms. Anderson, yes. 

COUNCILMEMBER ANDERSON: This bill, you know, it's very disturbing, Madam Chairman. This is a very 
complex issue and if this bill was floated last year and you knew it was going to be floated again this 
year, why was this not brought up at the last meeting? The fact that ... because this changes the whole 
scope of this in that the last time we were told it was all about growing the employees and giving low 
income people job opportunities. And now, we're being told that, that's really not the incentive. The 
incentive is if you grow your revenues you're going to get the break. So, I, frankly, don't have time to 
listen to what the presentation is and to read this bill at the same time, Madam Chair, yet we're being 
asked to make a decision today. So, I need more information about this bill. And will this be applied to 
all ag operations or only small farmers? 

MR. SMYTH: It will apply to all, Council member. 

COUNCILMEMBER ANDERSON: So it would apply to HC&S too? 

MR. SMYTH: HC&S is not enrolled in the enterprise zone business and will not be. 

COUNCILMEMBER ANDERSON: Well, how do you know that? They're not in the enterprise zone yet. And 
if we pass this, they would be. 

MR. SMYTH: They would have greatly difficulty corporately qualifying. 

COUNCILMEMBER ANDERSON: Why? 

MR. SMYTH: Because they do a number of other things that are not agricultural. And I didn't go into it but 
one of the criteria is that more than 50 percent of your revenue corne from eligible activities in 
designated enterprise zones. And many large companies are spread out enough or do different things 
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such that they wouldn't qualify for that. So we have no large businesses. Mr. Jefts' fann is one of the 
largest farms along with the Aloun farms, one of the largest that we have. 

COUNCILMEMBER ANDERSON: You know, I just ... 

CHAIR JOHNSON: Just let him finish, please. 

MR. SMYTH: So the other thing I would mention is when we were before the Council last time, it was 
November, these bills had not been introduced this year and we were not at all confident that the 
Council, I'm sorry, the Conference draft bill which was not passed out, would be heard again. So we 
were not in any position to talk about bills that hadn't been introduced yet because these bills that were -
Senate Bill 2985 and the other bill in the House were introduced by legislators, not by the State 
Administration. 

MS. ARAKI-REGAN: I just wanted to add that in my letter to Council ... Parks and Economic Development 
Committee Jo Anne Johnson, I did specifically make reference to Senate Bill 2985, and basically went 
into detail as to what 2985 was about and if 2985 was approved what the effect would be ... specifically 
for agricultural businesses. So it wasn't like I was hiding something. It's clearly stated in my memo. 

COUNCILMEMBER ANDERSON: What bill is that? 

CHAIR JOHNSON: The memorandum is dated March 8, 2006 and that was transmitted to our committee from 
Economic Development in response ... 

COUNCILMEMBER ANDERSON: Is that the one you're talking about? 

MS. ARAKI-REGAN: March 8th. 

CHAIR JOHNSON: March 8th. 

MS. ARAKI-REGAN: There's two letters dated March 8th. 

CHAIR JOHNSON: The Chair also and perhaps I was the one that was remiss in not advising you because 
when this was initially discussed with both my staff for Council Services as well as Ms. Araki-Regan, 
there was mention of the possibility that this other criteria might be used and it was my choice at that 
time. I said, well, has the bill actually been introduced because if we're looking at something that's not 
got any chance of passage let's just focus on what's reality and not deal with speculation so that was my 
choice. But I was made aware of the fact prior to this that, that was the case and the rest ... even though 
it's a bill that may change some of the I guess criteria in tenns of agriculture and only agriculture I really 
feel that at this point in time it's really important to not get drawn off sides by that particular component. 
It may not pass either. There's no guarantee that it will one way or the other since the Legislature many 
times does things for reasons that we have no way of knowing why they do them or when they do them. 
But I do appreciate the fact that we've got the infonnation here. And are there any other questions, Ms. 
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Anderson, or do you, would you like some time and if Mr. Mateo has any questions, if you would like 
time to read the bill? We can take a ten-minute recess, Members, because we've been going for awhile. 
In faet, if it would help, I'll give a IS-minute recess, and that way you should have enough time to take 
care of your personal needs. Is that alright, Members? 

COUNCILMEMBER MATEO: Yes. 

CHAIR JOHNSON: Okay, so we'll be in recess, until three o'clock. Recess •... (gavel) . .. 

RECESS: 2:45 p.m. 

RECONVENE: 3:04 p.m. 

CHAIR JOHNSON: ... (gavel) ... The committee meeting of Parks and Economic Development will please 
reconvene. I'd like to also recognize the presence of Councilmember Carroll to the meeting. And 
before we had the recess it was Ms. Anderson that had the floor and we were going through some 
questions. Do you have anything right now, Ms. Anderson, or you're still looking through materials? 

COUNCILMEMBERANDERSON: Uh, yeah, I have some questions, Chair. 

CHAIR JOHNSON: Just proceed, please. 

COUNCILMEMBER ANDERSON: So, according to the Code here, once we approve this it goes to the State 
in a fonn of an application, and then it's the Governor's option. And can the Governor change any of 
these areas? 

MR. SMYTH: No, Council woman. The Governor can approve or disapprove but cannot change. In ... some 
26 applications have been made because we have 19 zones with some of them modified. Only one was 
declined and it was resubmitted in Honolulu because of some boundary issues that weren't clear. It was 
more of a technical objection. Three governors, including this governor have approved these without 
much difficulty. It takes us about a week or so to have that approved. And I guess somewhat ironically, 
Governor Lingle, was mayor when Molokai and Hana and Lanai were designated. So compared to all 
the other governors before her, she's very much more familiar with this program. 

COUNCILMEMBER ANDERSON: I just want to say on the onset that I'm fully in support of giving the 
enterprise zones to farmers. That I have no issue with that at all. So I just want to make that clear 
because the statements or questions I may be making have nothing to do with the farmers. And I would 
note that HC&S has indicated in a letter to us attached to Ms. Araki-Regan's letter that they would 
should this SB--

CHAIR JOHNSON: 2985. 
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COUNCILMEMBER ANDERSON: --2985 bill pass that they would utilize the enterprise zone for crop 
diversification, I guess I'm looking at bio-fuel crops, which of course I support. And I would say that 
my initial problem with this, Madam Chair, is essentially turning almost all of Maui into an enterprise 
zone, except for the Kaanapali area and the Wailea-Makena, which don't qualify because of the incomes 
in the area are too high. There is ... and in this resolution there are no County incentives included. 

MS. ARAKI-REGAN: There are incentives, Councilmember Anderson. 

COUNCILMEMBERANDERSON: There are County incentives? 

MS. ARAKI-REGAN: What I meant was there no real property tax exemptions or credits in the resolution but 
there are County incentives. 

CHAIR JOHNSON: And could you go through those, Ms. Araki-Regan--

MS. ARAKI-REGAN: Sure. 

CHAIR JOHNSON: --if you will. 

MS. ARAKI-REGAN: Okay. If you look on Page 3 of the proposed resolution it says, number 3, BE IT 
RESOLVED by the County of Maui: 3. That the County incentives for the Greater Maui and West Maui 
Enterprise Zones shall include, and it's no different from the other two enterprise zones. Priority 
considerations for Economic Development Grants, waiver of building permit fees, and c. priority 
processing of land use applications and permits. And basically, the third full paragraph as well as the 
fourth full paragraph on Page 2 of the resolution, it says, WHEREAS project proposals submitted for 
consideration for County Community Development Block Grant's (CDBG) funding that relate to 
economic development programs in enterprise zones, if found eligible pursuant to applicable federal 
regulations for CDBG, and in compliance with the submission requirements, shall be considered for 
CDBG funding in the competitive application process. 

Also, on the first two paragraphs on Page 3, it states, WHEREAS, the Department of Public Works and 
Environmental Management has stated that it is in favor of providing building permit fee waivers and 
providing priority permit processing, as enterprise zone incentives; and WHEREAS, the Planning 
Department has stated that it is in favor of processing land use applications within sixty (60) days of 
planning commission action, whenever possible, as enterprise zone incentives. 

COUNCILMEMBER ANDERSON: Okay. So really the only thing that we're giving up are building permit 
fees, I mean, they might get priorities but other than that, it's just the building permit fees. And I do, I 
note that ... what other kinds of incentives could the County, are these the only incentives that the 
County has the choice of offering? 

MS. ARAKI-REGAN: As Mr. Smyth ... 
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COUNCILMEMBERANDERSON: Besides property tax? 

MR. SMYTH: Tax increment. 

MS. ARAKI-REGAN: Oh, the tax increment. Sort oflike that Wailuku property tax abatement ordinance that 
was passed. The Council could very well waive the incremental tax increase as a result of property 
improvements made by the enterprise zone qualifying businesses. 

COUNCILMEMBER ANDERSON: But that's not included in this. 

MS. ARAKI-REGAN: No. 

COUNCILMEMBER ANDERSON: And so, after an enterprise zone is established the Council can always go 
back and amend it to add various incentives? 

MS. ARAKI-REGAN: Exactly. 

COUNCILMEMBER ANDERSON: Okay. You know, we did ask at the last meeting for a list of businesses 
that this would affect and we didn't get that back. We just got a list of the types of businesses. 

MS. ARAKI-REGAN: Actually, on my ... in my transmittal dated March 8th on the second transmittal there is 
a list. 

COUNCILMEMBER ANDERSON: Of actual businesses? 

MS. ARAKI-REGAN: Uh-huh. 

COUNCILMEMBERANDERSON: Not the types? 

MS. ARAKI-REGAN: The actual list. 

COUNCILMEMBER ANDERSON: What page is that on? I'm looking at your March 8th transmittal which .. 

MS. ARAKI-REGAN: There's two transmittals. 

CHAIR JOHNSON: Uh-huh. 

COUNCILMEMBER ANDERSON: Well, these are the existing ones. 

MS. ARAKI-REGAN: All in the future. Oh, okay, please identify all eligible businesses. 

CHAIR JOHNSON: But then Ms. Araki-Regan ... 
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COUNCILMEMBER ANDERSON: I'd like to know who we're giving a pass on taxes to, you know, because 
it includes manufacturing, distribution ... And since the areas that you're asking for are so broad, I 
would hope that ... Let me ask you a few questions just based on the types. Manufacturing could be 
any manufacturing whatsoever. Wholesaling and distribution that would mean an ongoing company that 
is currently ... Wholesaling what? Anything? 

MS. ARAKI-REGAN: Anything. 

COUNCILMEMBER ANDERSON: Or distributing anything. Like Maui Soda is a distributor of a long time 
company, a very successful company. And so if they grow their employees by 10 percent, they're 
eligible for this tax break. 

MR. SMYTH: IfI might, Council woman. 

CHAIR JOHNSON: Yes. 

MR. SMYTH: I think two things apply to distributors and wholesalers on that sort of thing. If they're 
exporting off the island or out-of-state, they don't pay general excise tax anyway. And many of them do 
whether it's to Asia or to the mainland. 

COUNCILMEMBERANDERSON: But they pay income tax. 

MR. SMYTH: But they pay income tax. And the other thing is that they must do more than 50 percent of their 
business at the wholesale level, so they're also a retailer such as a bakery which makes bread for the 
hotel but also sells doughnuts over the counter. More than 50 percent of their income has to come from 
the wholesale activity or none of it counts. So there's fairly stringent requirements for these sort of 
things. Retail is out. Generally service businesses are out, tourism generally is out. 

COUNCILMEMBER ANDERSON: Mr. Smyth, I have the list right here so if I could just go down the list. 
There are a lot of wholesaling and distribution companies that have been in business for a long time that 
this will apply to. So, that's why I wanted to know, Madam Chair, what businesses would be eligible for 
this? And, you know, it seems to me that we're going beyond the scope here by adding such a large 
enterprise zone. The real purpose and intent of this is to encourage the development of businesses in 
economically depressed areas, i.e. the areas that are designated potentially for this program the residents 
all have incomes or at least 80 percent of them have incomes below ... what is it, 100 percent? 

CHAIR JOHNSON: The threshold is in the first part of the resolution. 

COUNCILMEMBER ANDERSON: So it's the low income residents that make these areas eligible. 

MR. SMYTH: As you stated it's the only data available. 
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COUNCILMEMBER ANDERSON: Yes. But yet, it's the businesses who are going to benefit from it. So, I 
would like to see that the businesses who are benefiting are businesses like agriculture, high tech, these 
are the businesses that we want to flourish here in Maui County that we're trying to diversify our 
economy with rather than just give a benefit to businesses who are going to qualify just because they 
happen to be in a zone and they're already flourishing businesses. 

MR. SMYTH: But they have great difficulty in growing 10 percent a year. 

COUNCILMEMBERANDERSON: They do? 

MR. SMYTH: Yes. Right now, 15 to 20 percent of the businesses, particularly the larger ones who have a 
larger percentage do not make their growth requirement. 

COUNCILMEMBER ANDERSON: Okay. Aviation or maritime repair and maintenance, does that mean that 
it's aviation and maritime repair or maintenance? 

MR. SMYTH: Yes, either fixing airplanes or helicopters or repairing boats. 

COUNCILMEMBER ANDERSON: Okay. And I see you have wind energy producers which, you know, on 
the surface that sounds really like a good idea because it's an alternate energy. And I'm sure that the 
wind farm going up in Maalaea is within this zone. And I know for a fact that it's going to be a highly 
profitable business. So, you know, I have a hard time giving income tax breaks to highly profitable 
businesses. 

MR. SMYTH: We found that alternative energy businesses are really unable to grow their work force. If they 
have ten windmills now they have ten windmills ten years from there. 

COUNCILMEMBER ANDERSON: Okay. 

MR. SMYTH: And so we've ... there's pending legislation at the Legislature right now that would add a wide 
list of other alternative energy sources such as geo-thermal and in hydro and in other kinds and we have 
commented in our testimony that they have great difficulty in growing their work force because the 
things they do are fixed. Once they build it, that's it, you know, they can't easily add on. Now, the 
wind farm could add some more windmills, I suppose, but not economically. So we don't think that 
very many of those, the reason they're in the wrong place, they're not in an enterprise zone or that they 
would have difficulty meeting the income growth, I'm sorry, the work force growth criteria. But I 
expect some may still attempt to do it but we don't think there will be a large number, unfortunately, 
because that is an area that we are encouraging businesses to participate in. 

COUNCILMEMBER ANDERSON: Okay. I think that answers most of my questions for now, Madam Chair. 

CHAIR JOHNSON: Thank you. Are there any additional questions on any, from any of the Members? 
Councilmember Mateo. 
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COUNCILMEMBER MATEO: Thank you very much, Madam Chair. Mr. Smyth, can you give me additional 
information on the 250 current businesses that are participating in the EZ Program at this point? Your 
comments had to do with the evaluation of programs. These 250 ... are these the only businesses that 
remain after they went through a period of time as a participant under the program or had there been a 
group of businesses that dropped off along the way? 

MR. SMYTH: That's a good question. Thank you, Council member. I think ... I could categorize them in 
three ways. As new zones were created, as would be the case here, businesses come in and join the 
program. They've been there a long time but it was not in the zone. 

COUNCILMEMBER MATEO: Right. 

MR. SMYTH: So that's one group of them. And we haven't added any new zones although we did make a 
minor change to a Honolulu zone in 2001 for several years. So the growth that we've seen in the last 
few years has largely been businesses in zones who finally have reached a point where they think, you 
know, I can add 10 percent to my work force. I'm going to go ahead and take a chance on that. You 
know they've reached that break point where it's okay to take that kind of a chance. We've had a 
number of businesses because the first businesses were emolled in about 1993, I think, and so some of 
them have finished their seven years clearly a number of years ago. But the program grew largely as a 
consequence of going from a half a dozen zones to 19 zones. So many of those are more recent and the 
businesses are two, three, four, five years into their program. Every year we graduate a few businesses. 
We expect as the bio-technology industry grows, for instance, and they come to Hawaii that they will 
participate very effectively in the program because it offers a tax incentive for the business, for the 
business unlike the investor tax credit that the State offers for bio-technology companies. This is 
actually benefiting the business. The credits that we have in Act 221, which has been very well 
publicized are for the investors in the company not for the company itself as it becomes profitable. And 
that's a growing industry and we are adding work force there both in Honolulu and here particularly at 
the Maui Tech Park. So if that area became an enterprise zone, we would see some growth there same 
way with telecommunications and information technology or software development companies. Those 
industry sectors are beginning to grow and so we expect to see more businesses participate there as well. 

COUNCILMEMBER MATEO: The 250 businesses right now ... 

MR. SMYTH: Two hundred fifty some of whom have graduated. That's the total number that have enjoined at 
some point. Some have closed. Some have been sold to someone else and that sort of thing, so it' a 
difficult number to say what's the count today of active businesses. 

COUNCILMEMBER MATEO: And do you have and idea of the breakdown in terms of out of that whatever 
that number is the percentage that are ag related? 

MR. SMYTH: The last time we had 56 I believe ag businesses statewide. 
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COUNCILMEMBER MATEO: Fifty-six. And your largest company in terms of employees? 

MR. SMYTH: It's probably going to be Gannett, you know, the publisher that publishes The Honolulu 
Advertiser because their printing operations, which is a limited liability company, that just runs the 
printing operation, it's a manufacturing operation, it's the newspaper, writers and stuff. 

MS. ARAKI-REGAN: I think his question was largest agricultural company. 

MR. SMYTH: Oh, agricultural company? 

COUNCILMEMBER MATEO: That's okay. 

MR. SMYTH: Oh, I'm sorry. The largest agricultural company would be Mr. Jefts' on both Molokai and Oahu 
and the Aloun farms at Ewa, Oahu. 

COUNCILMEMBER MATEO: Have an idea of how many employees? 

MR. SMYTH: About 125 at the Aloun farms and I don't know the combination of Jefts' numbers exactly. 

COUNCILMEMBER MATEO: Thank you. 

MR. SMYTH: He was an early participant on Molokai and then when he expanded to Ewa, Oahu, that was also 
in the enterprise zone. 

COUNCILMEMBER MATEO: Thank you. And then my last question is, you know, should this Senate Bill 
pass those businesses that are currently participating with the EZ Program would they then now become 
eligible to participate in this new added benefit? 

MR. SMYTH: Yes, that's correct. Suppose you had Ms. Rasmussen's farm who is already a member and when 
this came in and for some reason she had to layoff some employees, some people resigned, went to do 
something else ... (end of tape, start 2B @ 3:22 p.rn.). .. in an earlier report she might not have made 
the necessary job growth but her revenue growth would have been adequate then she would qualify. 

COUNCILMEMBER MATEO: Okay, thank you. Thank you, Madam Chair. 

MR. SMYTH: Because we do it on a year-by-year basis. If you don't qualify in one year, that's okay. Come 
back next year. You're still in the program for seven years. It's a very flexible program. 

COUNCILMEMBER MATEO: Thank you. 

CHAIR JOHNSON: Thank you very much. Are there any further questions? Councilmember Anderson. 
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COUNCILMEMBER ANDERSON: You were about to tell us about Gannett. What other manufacturing type 
companies are there? 

MR. SMYTH: I don't know that we've actually counted the manufacturing companies because the Legislature 
was interested in the agricultural count as well so we were more precise about that. We don't have any 
large manufacturers. We don't have any plantations or other ... you know, sugar, pineapple or other 
large agricultural operations. So most of the other manufacturers are small mom and pop food 
processors and that sort of thing because food processors can be manufacturing rather than agricultural. 
A noodle factory or something, for instance, would qualifY. But Hawaii has the least manufacturing 
defined very technically of any state so we have a very small manufacturing base as it's defined in the 
normal way we count things. But it's an area that we would encourage growth because that gives you 
the value added from that. I would also comment that it was mentioned that the list of businesses that 
we've discussed is kind of eclectic, I think, perhaps would be a good way to describe it. Where did that 
list come from? We started out with everybody in the very first legislation that passed all businesses if 
you were in the zone would be eligible - retailers, everybody. The retailers immediately said, wait a 
minute, I don't want to compete against the fellow down the street who is in the zone, I'm not and he 
gets a 4 percent break and my margin is only 2 percent. That wouldn't work. So retailing was 
immediately taken out. The Legislature heard that and took it out, and then we gradually worked down 
through a series of Administration and legislative efforts to cut back to primarily half percent general 
excise payers, that is, wholesalers, farmers, distributors, and the technology companies because that was 
an area the State was spending money on to attract, such as bio-tech, information technology and 
telecommunications. You may see one of their disease management. That's avery, very good business 
with high paid jobs that work with people with diabetes and post cardiac. It's a call center operation but 
it's not a call center like you'd ever see one. Those were put in one at a time as was wind farms through 
efforts of the industry to say, hey, we're doing a good thing and we say, yes, that's a good thing. We 
support that and it was added to the list. So the list was shrunk down to a small size and then gradually 
one at a time built back up. 

COUNCILMEMBER ANDERSON: So is there a chance that this bill could be broaden at any time to include 
people other than ag? 

MR. SMYTH: I think it could be. Obviously, once some of the other business categories see that and see that 
it's working if they can show to the legislator's satisfaction that they have difficulty making their work 
force growth numbers whether it's because of lack of work force or because of steadiness of the jobs 
both of which apply in agriculture, I suppose some might try to do that but it would take a legislative 
change to do that. 

COUNCILMEMBER ANDERSON: During this session, I mean. 

MR. SMYTH: No, I don't think it will happen during this session. This concept for the farmers has been alive 
for two and a half years and there's never been anyone trying to add themselves to that particular break. 
And we also, of course, have the force majeure situation, which definitely apply to farmers, and we're 
seeing this now with the flooding that's going on. 
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COUNCILMEMBER ANDERSON: Yeah, because it's not that difficult to grow your gross revenue by two 
percent. I mean, that's a drop in the bucket. So I just want to make sure that it only applies to ago And 
while I'm not thrilled to death to give HC&S any kind of tax break as far as income tax, I suppose as 
long as they stay viable then we should be happy I guess that they're getting a break. But my concern 
mainly was that we would be giving highly profitable companies a break, an income tax break when 
we're not giving any breaks to the low income people that are allowing them to qualifY for these zones. 
So ... those are all my questions. 

CHAIR JOHNSON: Thank you very much. Councilmember Carroll, did you have any questions at all at this 
time? 

COUNCILMEMBER CARROLL: No, I'm very familiar with the program from the very beginning up to now 
and I'm satisfied with it. Thank you. 

CHAIR JOHNSON: Okay, thank you very much. Seeing no further questions at this point, the Chair's 
recommendation would be to move to adopt the proposed resolution entitled "NOMINATING 
ADDITIONAL AREAS ON MAUl FOR DESIGNATION AS ENTERPRISE ZONES". 

COUNCILMEMBER MATEO: So moved. 

COUNCILMEMBER ANDERSON: Second. 

COUNCILMEMBER CARROLL: Second. 

CHAIR JOHNSON: So it's been moved by Councilmember Mateo, seconded by Councilmember Anderson. 
Members, and this would also include, and just for the record, this is the revised resolution that we're 
looking at dated November 1st, 2005. Just so that we're all clear about that. And this would also 
include the filing of the communication without objection. Members, are there any ... is there any 
discussion on this? Ms. Anderson. 

COUNCILMEMBER ANDERSON: Yes, thank you. I'm going to vote in favor of this with reservations, 
Madam Chair, because I don't like to make a less than informed decision. And as we had asked some 
time ago for a list of the businesses that would be eligible within these zones and we didn't get it, I have 
strong reservations. But I am fully in support of this in its applicability to the farmers, specifically the 
small farmers. And so I will vote in favor of this. But as I said, I don't like to be giving breaks to 
people that I don't know who they are. You know what I'm saying. We have no extra employees to hire 
in Maui County. And if we did, there would be no place for them to live. So I don't see this being a 
program that's going to allow companies to employ more people, more low income people, which is 
really the purpose and intent of this program. And that's why I thought it was important to see what 
companies that this program is going to benefit because you know I understand Mr. Smyth is saying that 
it's difficult to grow, say the wind farm, they're going to open with the number of employees they need 
to run the farm. So I'm happy to hear that they're not going to be eligible for this because I do know 
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that they're going to be very profitable from the day they open. And I don't think that's the purpose of 
these enterprise zones. And so that's why I have reservations. I wish we had gotten that list we 
requested because it's very difficult to know who's going to benefit from this other than the farmers. So 
that's why I'm voting with reservations. 

CHAIR JOHNSON: And the Chair appreciates that. I think that when I initially read the question perhaps it 
was me that misunderstood what the actual question was because I thought what categories or what 
classifications of business were because I think as Mr. Smyth had indicated, I didn't anticipate that we 
would be going through every business in these enterprise zones in Maui County because I didn't 
believe we would be able to certify who was eligible and who was not eligible based on certain criteria. 
So I would have no knowledge of that until they actually applied and their eligibility was determined. 
So when Ms. Araki-Regan completed that section I told her what I believed you had meant by that 
question, and obviously was not the correct interpretation so the Chair apologizes for making that 
interpretation. 

COUNCILMEMBER ANDERSON: Well, Madam Chair, when you asked if we were ready to bring this 
forward two weeks ago, I said we still haven't received any of the information we asked for back in 
November. And I asked that the Committee Analyst read the minutes, it's very clear in the minutes what 
we requested. And I don't think it would have been that difficult. We have many directories that you 
could have gone to, to see who the manufacturing and distribution type companies are that this would 
benefit. So, that's why I'm disappointed and I'll just leave it at that. 

CHAIR JOHNSON: And once again, that was the Chair's interpretation after I went over with staff what the 
question was and I thought I had a clear understanding but the Chair apologizes. Is there any other 
discussion on the measure? First of all, before we take a vote, I would like to say I appreciate the 
support that we have received from the State in this particular endeavor. I think it's been really 
educational because many of these programs we're not aware of in Maui County and I especially want 
to thank the farmers who did come you know because I think that from my perspective we need to do 
everything we can to support particularly the small farmers because we are under increasing competition 
on a global level and also with increasing cost we have very, very little leeway even when we're 
competing with items that are sold at our grocery stores. When you make a choice between buying Kula 
strawberries or buying strawberries that are imported from Chile many times the household is going to 
make decision based on what the cost is. And as was stated, there's really a lack of, I guess, incentive or 
maybe even a lack of competitive edge on the part of our County businesses trying to struggle against all 
of these global markets. 

So I really want to thank Ms. Araki-Regan and Mr. Yamamura too for educating us about this, and also 
for staff for working to put together the information. I would offer the opportunity for anyone to learn 
more about the program because I think part of what we do in this committee is also to educate people 
about opportunities and so many times government is always criticized for not doing proactive things. I 
think that this is one example where the Administration and the Council are working together to at least 
try to offer opportunity. And as was mentioned by one of the testifiers, it's just one of the things that we 
have. There's a lot more that we could do to help support and particularly, I agree with farming because 
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we could feed all of the Hawaiian Islands, if we are able to help promote Maui's agriculture and also 
support agriculture in general, and keep all these multi-million dollar residences from driving up the cost 
of ag land and the cost of operation. So, I really thank you and thank you, Members, and I totally 
understand if you have reservations, Ms. Anderson. Thank you. The Chair will now call for the 
question. All those in favor please signify by saying aye. 

COUNCIL MEMBERS VOICED AYE. 

CHAIR JOHNSON: And there are no nays. 

VOTE: AYES: Councilmembers Mateo, Anderson, and Carroll, and 
Chair Johnson. 

NOES: None. 

ABSTAIN: None. 

ABSENT: None. 

EXC.: Vice-Chair Tavares. 

MOTION CARRIED. 

ACTION: ADOPT REVISED RESOLUTION AND FILE COMMUNICATION. 

CHAIR JOHNSON: Thank you very much, Members. I really appreciate your attendance today and I sincerely 
appreciate the attendance of the farming community as well. And with that, this meeting is adjourned. 

ADJOURN: 3:37 p.m. 

APPROVED BY: 

Parks a d Economic D.evel pment Committee 
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